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EXECUTIVE SUMMARY 


For the past year, the Trilateral Commission convened distinguished business leaders, 
scholars, and policymakers from around the world to participate in the Task Force on 
Global Capitalism in Transition. 


The time was right for this effort. Despite capitalism’s manifest positive impact on 
prosperity and well-being, many people are frustrated by its inability to handle some of 
the greatest challenges facing society. In particular, there are growing concerns about 
whether market-based economies will be able to adequately address climate change, 
the disruptions triggered by the digital revolution, and rising inequalities. Moving toward 
a more sustainable and inclusive capitalism is thus a defining challenge of our age. 


The task force embodied a true Trilateral perspective. This report represents the 
culmination of over a year of research, dialogue, and reflection, involving more than 
50 people from some 20 countries. Its recommendations reflect the diversity of the 
task force members’ perspectives and represent the spirit of the debates that occurred 
during this effort, rather than perfect agreement on every recommendation or point 
of analysis. Participation in the task force by no means suggests endorsement of every 
element of this report. 


Throughout their deliberations, task force members strove to find opportunities for 
collaboration, primarily among the liberal, democratic societies of the Trilateral 
Commission broadly defined. Such cooperation is vital as the world struggles to emerge 
from the COVID-19 pandemic and confronts renewed geopolitical conflict triggered by 
the Russian invasion of Ukraine, disrupted global supply chains, rising energy and food 
insecurity, and levels of inflation not seen in decades. 


The task force members shared a commitment to stake out common ground upon which 
a new social compact for a more sustainable and inclusive capitalism could be built. This 
report does not offer one-size-fits-all solutions. Instead, it suggests an overall direction 
for how governments, businesses, and nonprofit institutions can work toward the goals 
laid out here as each capitalist or market-based system adapts to its unique context. 
Readers who delve into the full report, as well as the book-length background study 
prepared for the task force, A New Spirit of Capitalism: Toward More Sustainable and 
Inclusive Economies, will note strong similarities in approach and recommendations. 


The task force hopes the entire effort, encapsulated by these documents, stimulates 
discussion, debate, and, ultimately, decision. 


1. Capitalism’s Fifth Stage 


Capitalism stands unchallenged today as the world’s dominant economic system. Its 
development has changed the arc of human history—bending upward trends in income, 
wealth, literacy, life expectancy, and other measures of prosperity and well-being. 


That said, the world is struggling with many challenges that some believe capitalism 
does more to exacerbate than ameliorate. The task force identified three challenges 
meriting particular attention: first, climate change and how to accelerate the greening 
of our economies; second, the digital revolution and how to ensure individual and firm 
access to these technologies; and, third, inequalities, especially within countries, and 
how to ensure equality of opportunity. 
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Capitalism’s development has never traveled in a straight line. Before 1600, Asian 
economies dominated the world’s economic production. The emerging capitalist 
economies based in Europe and North America flipped the script in the following 300 
years; by the 20th century, they dominated the global economy. In the past three 
decades, accelerating capitalist-led growth in Asia rebalanced the global economy 
once more. 


Further defining these global trends were four stages in capitalism’s development— 
first, there were 300 years of mercantile and then liberal industrial capitalisms. In the 
20th century, managed and neoliberal capitalisms rose to the forefront. We are now 
in the midst of a transition to a new fifth stage of capitalism. How capitalism adapts to 
address the challenges of this century will determine how history remembers this age. 


Capitalism’s history highlights three broad sets of factors influencing its future 
trajectory: 


Shared understanding and direction: Capitalism is not a machine governed by 
timeless laws. Instead, it is a cultural system shaped by prevailing beliefs about how 
the world works and what we value. These ideas define the art of the possible, inform 
priorities, shape institutions, and motivate action. They comprise the “spirit” of an age. 


Investments: Investments in new technologies, infrastructure, and, often most 
important, new skills and ways of working fuel capitalism. These investments are 
generally made by firms, but are also made at the individual, sector, government, or 
even international levels. 


Rules of the road: Formal and informal rules enable capitalism to operate and 
innovate. Such rules include property rights, rule of law, regulations, treaties, trade 
agreements, and also norms and management practices. 


The recommendations of the three sections of the report are therefore divided 
into these categories. Each section concludes with a priority recommendation for 
collaboration and action by Trilateral countries and societies. 


2. Getting to Net Zero 


Climate change is perhaps the greatest challenge facing humanity in the 21st 
century. Today’s climate crisis is primarily caused by the rise of fossil-fueled 
economies and related greenhouse gas emissions. The emissions started to 
increase more than two centuries ago during the first Industrial Revolution. They 
are now woven into the fabric of our economies and lifestyles down to the clothes 
we wear and the food we eat. Tragic evidence of climate change’s impacts 
mounts each year from the environmental to the humanitarian to the economic 
and strategic. 


Scientific understanding and public awareness of climate change has not yet 
been matched by a willingness to redesign how our economies and societies 
function. That should not come as a surprise given the nature of the problem 
itself. Climate change is, after all, deeply embedded in our economies, possesses 
an intimidating scale, has an uneven impact, faces several market failures, and 
encompasses changes to many different sectors. 


Instead of being overwhelmed by this scale and complexity, however, achieving net 
zero should be thought of as solving a series of discrete problems rather than one 
massive Gordian knot. While working toward more effective global coordination, 
decentralized initiatives by nations, regions, cities, businesses, researchers, and 


THE TRILATERAL COMMISSION 


| EXECUTIVE SUMMARY 


nonprofits will help move us forward. The costs of the net-zero transition, moreover, 
should be reframed as investments to build a more advanced economy and better 
environmental future. 


RECOMMENDATIONS TO ACHIEVE NET ZERO 


Shared understanding and direction: Considering the level of climate change’s 
threat, a central pillar of fifth stage capitalism should be: every person should live 
and work in a net-zero world by 2050. 


Investments include: Establishing enduring national strategy forums; embedding 
“green” into businesses’ DNA; supporting proactive workforce development; investing 
in green innovation; promoting innovation diffusion; and compensating the most 
vulnerable. 


Rules of the road include: Accelerating green finance; building voluntary carbon 
markets; promoting green labeling; and integrating climate into corporate 
governance. 


Trilateral recommendation— Establish a “climate club” among advanced economies. 


Establishing a price on carbon is an obvious path toward solving the green transition 
challenge from an economics perspective. Setting a price incentivizes firms, 
entrepreneurs, and researchers to innovate. 


Agreement on a global carbon pricing regime, however, remains aspirational ever 
since the Kyoto and Paris Accords emphasized voluntary commitments. Progress 
has been halting because carbon pricing runs headlong into the “tragedy of the 
commons” and “tragedy of the horizons,” which together undercut collective action. 


While governments should continue to seek a global pricing regime, the Trilateral 
countries should consider accelerating progress on both reducing emissions and 
incentivizing greater international cooperation by pursuing more limited “climate 
club” agreements among leading emitters. 


The basic design involves a group of countries joining together to accept common 
carbon pricing policies and seeking to level tariffs on carbon-intensive items from 
countries without similar policies. This approach can limit “carbon leakage,’ whereby 
industries migrate from a country with a carbon pricing regime to a free rider without 
one. 


The major advantages of such an approach are that itis voluntary, can be coordinated 
more rapidly and less formally among like-minded governments than forging a 
global consensus, and yet also includes real incentives for compliance and others to 
join. Countries outside the club will be incentivized to adopt new carbon policies and 
make investments in carbon reduction to be more competitive. 


While such an approach is challenging, it offers the potential to sidestep some of the 
barriers that continue to stymie efforts to forge a global consensus on carbon pricing. 


3. A Digital Future for All 


The digital revolution epitomizes capitalism’s immense power and potential for 
innovation and change. New digital tools, techniques, and ways of working have 
already delivered incredible material benefits, connected humanity as never before, 
and helped solve previously unsolvable problems—and they promise even more. 
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Yet, at the same time, digital advances generate tensions. Without access to a 
computer or the internet, or without the skills to use them, individuals are locked out 
of the knowledge economy, fueling inequality. The digital revolution has also created 
other risks, ranging from mental health impacts to the concentration of market power 
in a few large enterprises. 


Digitalization and, more recently, the adoption of artificial intelligence (Al) has 
progressed unevenly across countries, sectors, firms, and business functions. The 
United States and China lead globally, and there remains huge potential to tap if the 
world can close the divides among digital haves, have-somes, and have-nots. 


Capturing the digital revolution’s full potential can be done by addressing different 
dimensions of access: access to connectivity, access to skills, access to scale, and 
access to data. And that will be the work of fifth stage capitalism. To the extent 
that access to the digital revolution remains uneven, it risks compounding other 
inequalities. Success in tackling the green transition and other challenges depends 
upon harnessing digital innovation too. 


RECOMMENDATIONS TO ACHIEVE A DIGITAL FUTURE FOR ALL 


Shared understanding and direction: Harnessing the digital revolution’s potential is 
central to fifth stage capitalism. Without it, a more sustainable and inclusive economic 
system will remain out of reach. That’s why one key element defining the spirit of 
this age should be: every person should have access to the benefits of the digital 
revolution. 


Investments include: Establishing inclusive national digital strategies; closing the 
connectivity gaps; promoting universal digital literacy; empowering workers with 
digital tools; establishing hubs to disperse digital innovation; and transforming 
government operations. 


Rules of the road include: Adapting antitrust for the digital age; and developing a 
plurilateral World Trade Organization framework for digital trade. 


Trilateral recommendation— Establish an alliance of “techno-democracies.” 


The Trilateral countries lack a forum for collaboration across the spectrum of digital 
issues spanning from scientific and technical to economic and commercial to security, 
military, and law enforcement. 


Like-minded democracies and technological leaders should establish an alliance 
to fill this gap. Such an alliance could help build a digital order that preserves and 
promotes open societies, combats the illiberal use of emerging digital technologies, 
and maximizes these innovations’ economic potential. It could start small and 
informal, like the Financial Stability Board (FSB) established in the wake of the global 
financial crisis, and then develop over time. 


Building upon recent progress among the G7, such an informal alliance could start 
by bringing together experts and officials to set common standards regarding 
digital technologies and definitions of cybercrime, discuss common approaches to 
antitrust rules, and develop a framework to address Al’s most pressing ethical issues, 
while working to harmonize their policies concerning privacy and data ownership. 
Eventually, this forum could evolve to address more sensitive topics such as online 
propaganda, disinformation, and cyber threats. It could also help coordinate 
investments and share intelligence among the leading democratic digital countries to 
counter the misuse of digital technologies by autocratic regimes. 
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4. Toward a More Inclusive Future 


Inequality is not new. The great temples, royal palaces, pyramids, and castles that tourists 
visit around the world today are typically enduring legacies of past inequality—the 
concentration of wealth in the hands of a privileged few. While inequality is not a uniform 
problem across all Trilateral geographies—for instance, Europe has lower inequality 
relative to North America and Asia—every society has people and places at risk of being 
left behind. 


That said, the level of inequality today, as we transition to fifth stage capitalism, is 
concerning. Aworld where the top 1 percent have nearly 20 times the wealth of the bottom 
50 percent inevitability raises questions about a system’s legitimacy. And inequality 
has taken a different shape than in previous eras. Over the last 30 years, Asia’s stellar 
economic performance has allowed once low-income countries to close the gap with 
advanced economies. Although the gap between nations is still substantial, only one- 
third of global inequality today is due to differences between countries. Two-thirds is due 
to inequality within them. 


Tracing the path of a life journey from birth and home to education and then the labor 
market illustrates the obstacles that can impede equality of opportunity. Each country 
has its own challenges, its own places and people that get left behind. Each will need to 
tailor its solutions. Many obstacles are familiar—including location, family, class, ethnicity, 
race, gender, and other such factors—but that does not reduce their importance. 


Looking toward solutions, fundamentally, markets should be designed to create fairer 
outcomes from the beginning of alife. To be sure, redistributive programs through taxation 
and disbursements will need to continue. That said, pre-distribution—interventions 
focused on leveling the playing field from birth—stresses the greater effectiveness of 
interventions designed to promote equal opportunity from the start, rather than trying 
to rectify inequalities later. Success in life and one’s position in the income distribution 
is partly the result of luck, partly the result of innate talent, and partly—and more 
importantly—the result of the skills, experiences, and certifications a person accumulates 
during his or her life. A more equitable and inclusive opening of economic opportunities 
from the start reduces the need for redistribution through taxation and subsidies. 


RECOMMENDATIONS TO ACHIEVE A MORE INCLUSIVE FUTURE 


Shared understanding and direction: The new spirit of capitalism should have an explicit 
guiding goal to make capitalism more inclusive and equitable, namely: every person 
should have the opportunity to achieve their potential. 


Investments include: Ensuring a fair start; attacking legacy barriers to opportunity; and 
tackling stagnating wages. 


Rules of the road include: Modernizing credentialing; addressing market concentration; 
providing workers an equity stake; eliminating administrative burden; taxing consistently; 
and addressing large inheritances. 


Trilateral recommendation—Ensure quality lifelong learning is accessible to every person 
by the end of the decade. 


Previous stages of capitalism both fueled and were fueled by transformations in 
education—notably, the introduction of compulsory primary and secondary education 
in the 19th century and the post-World War II expansions of higher education in many 
countries. 
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Entering the fifth stage capitalism, the Trilateral countries should remake education 
on the scale of the reforms of the 19th and 20th centuries. These reforms should ensure 
every person access to quality lifelong learning by the end of this decade. 


Such programs should be designed to fit an individual’s personalized needs by role, 
experience and age, sector and industry, and geography. The public and private 
sectors will need to collaborate to leverage Al to mine insights from vast data sets 
available through social media, employment firms, and public sources. The programs 
should be delivered through multiple digital channels in an individual’s language, 
relying again on Al-enabled multilanguage translations of content and interactive 
exercises. This can be achieved by applying digital innovations at scale. 


This final Trilateral recommendation integrates the digital revolution’s potential 
with the imperative of advancing equality of opportunity. Importantly, such a 
transformation in lifelong learning also contributes to achieving all the other goals 
in the broader transition to a more sustainable and equitable fifth stage capitalism. 


5. Toward a New Spirit of Capitalism 


This report calls for a “Social Compact with the Next Generations” to embody a new 
spirit for our era. Prioritizing equality of opportunity provides the compass bearing as 
we move into capitalism’s fifth stage. We should be good stewards not just for today, 
but for the future of our children, grandchildren, and great-grandchildren. Today’s 
decisions should be viewed through the lens of decades, not quarters. We should also 
recognize diversity across our countries while seeking to work together whenever 
possible. 


The preceding sections propose three goals as the compact’s main pillars: 
e Every person should live and work in a net-zero world by 2050. 
e Every person should have access to the benefits of the digital revolution. 
e Every person should have the opportunity to achieve their potential. 


Together, these goals provide a starting point for discussion, debate, and decision. 
Others may be added, but these three are essential. They also share some fundamental 
characteristics. All three accord with moral intuitions across belief systems—most 
important, birth should not determine destiny. All three improve how capitalism works. 
And all three balance ambition with pragmatism. 


It is easy to get lost in complexities or overwhelmed by the scale of the challenges 
ahead. But, as this report, and the efforts of the Trilateral Commission Task Force on 
Global Capitalism in Transition make clear, now is also a moment of promise and 
opportunity. The fruits that have been delivered by capitalism over the past decades 
cannot be ignored—nor can the challenges that have arisen at least in part as an 
outgrowth of capitalism’s success. The new compact for the fifth stage of capitalism 
presented in this report, and the principles, steps, and recommendations contained 
within it, offer the liberal, democratic countries and societies of the Trilateral 
Commission and others a basis on which to move from this period of global testing to 
a stronger, more resilient, more prosperous future. 
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